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This paper attempts to conclude that the RMB exchange rate target zone system 
is consistent with the existing exchange rate policy change and future exchange rate 
system option by expounding Krugman's theory of exchange rate target zone and 
empirical study of the RMB exchange rate system changes. The focus of this paper 
was to construct and manage the exchange rate target zone, particularly give a method 
of parity research and the identification and management strategies of the exchange 
rate band . The paper consists of four parts : 
Part I : Expounding the relationship between these three theories——Krugman’s 
rate target zone theory, Mondale’s "impossible triangle" theory and Yigang’s "the 
hypothesis of triangle extension", is that the “impossible triangle" as the ultimate 
choice of exchange rate regime, "triangle expansion" is the process to get to 
"impossible Triangle", "the exchange rate target zone" is one way of the "extended 
Triangle" . 
Part II : Through studying the evolution of RMB exchange rate regime, we can 
get the whole way of RMB exchange rate regime evolution——from the fixed 
exchange rate regime to the middle exchange rate regime (exchange rate target zone) , 
and will eventually get to the completely free floating exchange rate. By summing up 
the "crawling band" system in Poland, Chile, Israel and other emerging market 
countries, which plays an important role in the success of exchange rate system 
transform, giving some reference to China's transitional arrangement of the exchange 
rate system. 
Part III : On July 21, 2005, China began to adopt the "based on market supply 
and demand, with reference to a basket of currencies, a managed floating exchange 
rate system". The features that the new exchange rate system has shown and the 
characteristics of exchange rate target zone system, both show the feasibility of RMB 
exchange rate target zone.  
Part IV : The establishment and management of the RMB exchange rate target 
zone. Getting the method to identity RMB parity through studying and analyzing the 













this paper analyzes the misalignment degree and reasons of RMB exchange rate in 
order to give some reference to identify the band. This paper also expound the target 
zone adjustment policies, the publicity problem and management of band after the 
target zone regime built. 
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